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and homeowners. Each Turnkey III de-
velopment shall have an HBA, unless
the homes are on scattered sites (non-
contiguous lots throughout a multi-
block area with no common property),
or the number of homes in the develop-
ment may be too few to support an
HBA. For such cases, a modified form
of homebuyers association or a less for-
mal organization may be desirable.
This decision shall be made jointly by
the IHA and the homebuyers.

(2) The functions of the HBA shall be
set forth in its articles of incorporation
and by-laws. The IHA shall assist the
HBA in its organization and operation
to the extent possible.

(b) Funding. The IHA may provide
noncash contributions to the HBA,
such as office space, as well as cash
contributions, which shall be provided
for in the annual operating budgets of
the IHA. The cash contributions shall
be in an amount provided for in the
IHA budget and shall be subject to any
HUD restrictions on funding.

§ 950.512 Homeowners’ association
(HOA).

A ‘‘homeowners’ association’’ means
an association comprised of home-
owners, to which the IHA conveys own-
ership of common property, and which
thereafter has responsibilities with re-
spect to the common property. Only
residents who have acquired title to
their homes are members of the HOA.

§ 950.513 Break-even amount and ap-
plication of monthly payments.

(a) Definition. The term ‘‘break-even
amount’’ as used herein means the
minimum average monthly amount re-
quired to provide funds for the
amounts budgeted for operating ex-
penses, the EHPA, and the NRMR. A
separate break-even amount is estab-
lished for each size and type of dwell-
ing unit, as well as for the project as a
whole. The break-even amount for
EHPA and NRMR will vary by size and
type of dwelling unit. Similar vari-
ations may occur for operating ex-
penses. The break-even amount does
not include the monthly allowance for
utilities that the homebuyer pays di-
rectly.

(b) Application of monthly payments.
The IHA shall apply the homebuyer’s
monthly payment as follows:

(1) To the credit of the homebuyer’s
EHPA;

(2) To the credit of the homebuyer’s
NRMR; and

(3) For payment of monthly operat-
ing expense, including contributions to
the operating reserve.

(c) Excess over break-even. When the
homebuyer’s required monthly pay-
ment exceeds the applicable break-even
amount, the excess shall constitute ad-
ditional project income and shall be de-
posited and used in the same manner as
other project income.

(d) Deficit in monthly payment. When
the homebuyer’s required monthly pay-
ment is less than the applicable break-
even amount, the deficit shall be ap-
plied as a reduction of that portion of
the monthly payment designated for
operating expense (i.e., as a reduction
of project income). In all cases, the
homebuyer payment shall be sufficient
to cover the EHPA and the NRMR,
which shall be credited with the
amount included in the break-even
amount for these accounts.

§ 950.515 Monthly operating expense.

(a) Definition and categories of monthly
operating expense. The term ‘‘monthly
operating expense’’ means the monthly
amount needed for the following pur-
poses:

(1) Administration. Administrative
salaries, travel, legal expenses, office
supplies, etc.;

(2) Homebuyer services. IHA expenses
in the achievement of social goals, in-
cluding costs such as salaries, publica-
tions, payments to the HBA to assist
its operation, contracts, and other
costs;

(3) Utilities. Those utilities (such as
water), if any, to be furnished by the
IHA as part of operating expense;

(4) Routine maintenance of common
property. For community building,
grounds, and other common areas, if
any. The amount required for routine
maintenance of common property de-
pends upon the type of common prop-
erty included in the development and
the extent of the IHA’s responsibility
for maintenance;
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